ABSTRACT 



Gin operating costs in tiic Midsouth were analyzed for 1970/71 and 1971/72 
on tne oasis of a sample of 48 plants representing over 8 percent of the total 
ginning capacity of the region. Although average capacity utilization of the 
sample gins increased from 56 percent in 1970/71 to 59 percent in 1971/72 
average total cost per Dale also increasedfrom $.1.8.51 to $18.54. 'wheirad- 
justinents were made for tne differences in volumes ginned, the cost, increase 
for 1971/72 was $U.3U, compared witii a $1.28 increase during the 1970/71 
season. All per bale overhead costs were down slightly in 1971/72, and labor 
costs were down significantly due to increased volumes. Other variable costs 
except miscellaneous, rose as a result of general price increases. ' 
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INTRODUCTION 

Tnis is the third annual report analyzing cotton gin operating costs in 
e Midsouth. I/ Average costs and volumes ginned in the 1970/71 season are 
impared with costs and volumes in 1971/72. The study is similar to those 
inducted by the Economic Research Service (ERS) in several areas of Texas and 
difornia. 

The Delta counties of Arkansas, Louisiana, Mississippi, and Missouri com- 
-ise tne Midsouth area. Except for the omission of a few counties in north- 
is tern Louisiana, tne Midsouth is the region defined as the Mississippi Delta 
i ERS cotton production cost studies. 2/ Gins were classified by rated ca- 
icity of bales per hour and stratified into four size groups. A random sub- 
imple was selected from each group in proportion to the total capacity of the 
-oup The sample is revised annually by additions and deletions to reflect 
lariges in tne capacity of all gins in the area. Forty-eight plants, represent- 
ig approximately 8 percent of the total ginning capacity of the region, corn- 
rise tiie sample. 



FINDINGS 

Volume Ginned 

Number of Dales ginned varied widely among gins within each size group 
table 1). The overall range was 997 to 17,116 bales in 1971/72 and 916 to 
3,577 bales in 1970/71. In each season, the smallest plants (group 1) aver- 

2,264 bales and the largest plants (group 4), about 8,725 bales. 



I/ See appendix for a listing of other reports. 

Hi Starbird, 1. R., and Mines, F, K. Costs of Producing Upland Cotton in the 
tilted States, 1964. U.S. Uept. Agr., Agr. Econ. Kpt. No. 99, Sept. 1966. 
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Based on giving distributions reported by tne Bureau of* e^nsus 
estimated tuat gins cau opera .to i -V to - 06 ho urs , capacity b 

^v^^^z^'i 



is 
by Sb- 



In l^O/rln 1 f^r^rS^asSS lime ^ed f^ 53 Percent of 
capS'for ^r^6 percenter group 2 ^ Coverall sa^averag^ 
capacity utilisation was 59 percent. *-\\ uiu/ /i , tut- 
to 01 percent-witii an overall average of ->6 percent. 

Average cauacitv of the 712 plants active in the area during 1971/72 was 
Ayeiage capacity ot trie /^ plants active in 

9.0 bales per nour. up from 8.0 bales per nuui i h ' r1v r-m-ir-itv was 

1970/71. Lveii witi'i a decrease of 11 active gins ^1 hour y ^acity f ore . 
approxin f ely 0,408 bales in 1971 2 compared wi^ about 6 lajnc ^be^ 

ia"s ^fyear^VSar S^sV^t^tal hourly capacity had occurred 
during trie previous 2-year period. 

Average Cost 

i ,,o ,nt rosts are shown for each size group 
and f if , - C S ilined (tables 2 and *3) . 5/ Book costs were taken directly 

from oin rornrri^ wi tt\ nnlv minor adjustments made to limit c -t 

i.iujn g-Lii iucuiu;* , wi un uito./ luj-jiw* ^ ^ c 1i -f-fpr from hook costs for 

actually incurred in giJini8. n W^sf Because of wide differences among 
only two items--depreciation and ^ u teres t- ^ . lctually paid> uniform rates 
gins in depreciation scnedules used and interest ,y i ^ - n 

for oadi were adopted Uepreeiation w *j-^ I ^ was allow] 

buildings ajid equipment, cased on li)/u repjaeemi.. u .. nci-im-itprl 1 'ind 

at 8 percent on naif of this replacement cost and on tne total estimated land 

value . 

Per bale costs for individual items varied widely within groups, mainly 
because of Ihe broad ?Lge of volumes ginned. .Avera ge unit costs genera y 
tended to become lower as gin size and volume increase^ i the urevious year, 
greater volumes in 1971/72, costs were ""out tne s, ^ . a tht previous year 
if not a little higher. Average ginning costs for group . were ^ lower u i 
groups 3 and 4 in. kth. years. *W" ^S^tt^^pSSSly high- 

"^-SrutS^tiT^^^^ 

1971/72, average sample gin costs per bale ranged from $19.88 for group 1 
$17.76 for group 2, and in 1970/71, from $19.90. to +17.SS. lliest costs a 
$18.54 in 1971/72 and $18.51 in 1970/71. 



V Assuming no seed cotton storage, other than normal trailer storage, to 



t Charles A. Economic Model for Cotton Oin 

* , * *? 1 1 C^f* "T" 10/1 

ning. U.S. IJcpt. Agr., Agr. iicon. Kpt. xo, .< > > rost'adlustments, see 

VI 1 * f- * "llf^j^^l^T^Tin T f CJ T L.J tiJ 1U LnVJOlj Ct^AJl-4-- 1 LJilW* J. L^*J j -^ *f *^ 
ror definition of terms . aiiocau-tun UA *- - 

appendix. 
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Ginning costs are increasing. Even after adjustments were made for dif-F 
c^ in volumes ginned, the total cost per bale was $0.30 more in 1971/7? l\* 
lLi/U/71, compared with a previous increase of $1.28 from 1969/70." Mien 17^ 
;j'.-;;uicc.s arc made for depreciation and interest, based on 1970 replacement r 
if ijuiiJiiig and equipment, tliese increases were $0.20 and $1.46 per bale for t 
t,rj 2 respective years. r 

Oiarging depreciation and interest on a replacement basis resulted in hi i 
yr costs for all gins, although the increase was much more pronounced for tho 
trailer plants. Larger plants, because they tend to be newer, already havn 
-i^aer DOOK depreciation and interest costs based on more recent installation 

\AJ-.' L j # 

lo illustrate the adverse effects of inadequate volumes on cinninn costs 

f-rtitint-c i.iriwa inn,l^ -t-~ 7fi ,-,-, ,,,,,, +. /- , .- . , o * iJl -*- ll Ji L-Ub CS ^ 

to 70 percent of capacity utilization and averages sl,^ 
4J . Spreading sudi costs a; 



r 

bale costs of such variable items as labor ami mm, u ". s '." dy also reduce 

jxjlative volume results in lower costfas rin ?^' . Gwnln S at the 
ing econo^es of scale which exist'^SaliS of^ins 
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Depreciation 
Interest 


Total 

Replacement depreciation 5/- 
Replacement interest Jji/ 

Total replacement 6 / 
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APPENDIX 



d W in Dy othe? ways "'.^rship structure, accounting 

Bating costs, were excluded ' r ad " USC taxes > * associated S-op- 



gostjUlocations 



tous^ d ^ s ?Jf i . b nUSeS ' ^missions, expense 




Insurance: All forms of ' 

ocTimagc^nt and ipf l ui P^t f lousing f umish 
large trucks and trailers) . P rodu s , and auton^tive equipment (e"cept 

lS^s_: All taxes on real property -only. 

UI8L- '\11 utilities -electriritv 

ly related operations. Y> &K > md *ater--used in ginning and direct- 

' 




Actu a i C0 st of bagfiinfi 

rs: Gn repair wares- snrii 

aasuranoo on gin repairla^r ^^-tlan, and other 

r cind supplies. y tnc S ln and cost of repair mate- 




: Combined car and nirkim * * 

^and telegraph; advertisin- ' ^ other 

e^pensesfdSatio^ a^d'cnn^iK^?!^^ ^ 6115 ?^ 



~<M' C '; uonations and contrihntT^r Af Jtril5es conventions and travoi 
Dressing, and relied charts ^n 5 ^i' losses frcm arefsa^n^ 
included elsewhere. aiar gcs, gln supplies; and any other costs not 



Costing Methods 

^HEi^LJliiL^-^.: , Gin cost - s which have been subjected to the above allocations 
are luentiiiuu in this report as sample gin costs. 



_ 
been excluded. 



st_s_: Sample gin costs from which depreciation and interest have 



_^:l^. : Out-of-pocket costs plus depreciation at 7 percent computed 
on 197U replacement values on gin plants and interest at 8 percent on land 
value and on nali tne 1970 replacement cost of machinery, equipment, and 
buildings. '>ii > 



Cost Adjustments 

intimates of ginning costs at other than existing levels of capacity utili 
zation were based on relationships assumed in the synthetic development of a 
scries of model gins. 7/ 

Weighting 

in computing weighted averages, the simple weighted average cost per bale 
for eacn group was furtiior weighted by its representative proportion of the 
total rated nearly ginning capacity in tiie area. This was done to reflect more 
accurately tne cost of ginning an "average" bale of cotton in the Midsouth. 
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